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E.O. 11652: N/A 
TAGS: EFIN IN 

SUBJECT: RECENT GOI ACTION TO BRING DOWN PRICES 
REF: (A) NEW DELHI 10355 (B) TOFAS 129 

1 . FOLLOWING A HIGH LEVEL INTER MINISTERIAL MEETING ON 
JULY 16 TO DEAL WITH RECENT PRICE INCREASES (REF A), 

THE GOI ANNOUNCED A NUMBER OF ANTI-INFLATIONARY MEASURES. 
THE GOVERNMENT IS PLANNING STRINGENT ACTION, INCLUDING 
THE USE OF THE MAINTENANCE OF INTERNAL SECURITY ACT 
(MISA), TO PREVENT DEALER STOCKPILING AND SPECULATION 
IN COTTON, SUGAR AND EDIBLE OILS. AGRICULTURE MINISTER 
JAGJIVAN RAM AND MINISTER OF STATE FOR HOME AFFAIRS 
MEHTA HAVE BOTH SENT MESSAGES TO STATE GOVERNMENTS 
DEMANDING A STRICT WATCH ON PRICES, ACTION AGAINST 
UNSCRUPULOUS TRADERS AND DETAILED REPORTS TO THE CENTER. 
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2. ON COTTON, MINISTER OF COMMERCE CHATTOPADHYAYA TOLD 
NEWSMEN THAT CARRYOVER STOCKS OF COTTON FROM LAST YEAR 
WERE 1.35 MILLION BALES, WHICH WAS TWO MONTHS CONSUMPTION. 

HE NOTED THAT INDIA WOULD BE IMPORTING COTTON FROM TANZANIA, 
AFGHANISTAN, USSR, SUDAN AND EGYPT AS WELL AS SYNTHETIC 
FIBRES TO MEET THE COUNTRY'S DEMAND. REGARDING SUGAR, THE 
RELEASE FOR JULY TO THE MARKET HAS ALREADY BEEN RAISED 

TO 295,000 MT, WHICH MIGHT BE INCREASED FURTHER IF 
NECESSARY. THE GOI HAS ALSO TAKEN A NUMBER OF STEPS TO 
BRING DOWN PRICES OF VEGETABLE OILS (REF B ). 

3. IN ANOTHER DEVELOPMENT, OVER THE PAST MONTH THE GOI 
HAS BEEN PERSUADING DELHI BUSINESSMEN TO REDUCE PRICES 
"VOLUNTARILY". MANY STORES HAVE CUT RETAIL PRICES OF 
CLOTH BY TEN PERCENT AND RETAIL PRICES OF SHOES BY 
10-15 PERCENT. PRICES OF SOME SERVICES - E.G. DRYCLEANERS 
AND TAILORS - HAVE ALSO BEEN REDUCED. 

4. COMMENT. IN THE PAST FEW DAYS PRICES OF SUGAR AND 
VEGETABLE OILS HAVE COME DOWN IN VARIOUS PARTS OF THE 
COUNTRY. LATEST GOI ACTIONS SHOW THAT IT MEANS BUSINESS 
ON THE ANTI-INFLATIONARY FRONT. GOVERNMENT ECONOMIC 
AUTHORITIES HAVE INDICATED THAT COTTON, VEGETABLE OIL 
AND PERHAPS SUGAR HAVE BEEN THE MAIN CULPRITS FOR THE 
RECENT PRICE RISE AND THAT IF PRICES OF THESE COMMODITIES 
CAN BE KEPT UNDER CONTROL INFLATION CAN BE CONTAINED AT 
AN ACCEPTABLY LOW LEVEL.SAXBE 
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